ABSTRACT
INTRODUCTION
The fall of communism in Romania was marked by a bloody uprising against the Ceau escu regime at the end of 1989. The new governmental authorities embarked rapidly upon a series of legislative reforms designed to develop a more market-based economy. By the end of 1991 the central accounting reform -in the shape of Accounting Law 82/1991 -was in place, although implementation of this Law took rather longer: the Government Decision (HG) 704/1993 required Romanian enterprises to operate under the Law from 1 st April 1994. In common with other countries in Central and Eastern Europe, these reforms transformed the nature of accounting and financial reporting from one whose principal aim was "of providing financial statistics by enterprises for use in higher level budgets" (Garrod and McLeay (1995:1) ) to one with a more complex set of objectives involving the provision of financial information to the various stakeholders in enterprises and to government for the purposes of tax assessment and the formulation of economic policy.
Again in common with other countries in transition, Romania had to make a deliberate choice from the various 'models' of accounting and financial reporting which exist in Western Europe and, more generally, across the world.
It is a commonplace that, despite the attempts at harmonisation and standardisation undertaken by the EU and the IASC, there is still a diversity of accounting regulation and practice between different countries in the world, a diversity which has spawned over the last 30 years a variety of classifications of accounting.
These classifications have been of various types (Roberts, 1995) and have employed various kinds of language to refer to difference e.g. 'accounting development patterns' (Mueller, 1967) , 'systems' and 'classes' (Nobes, 1984) , 'traditions' (Krzywda, Bailey and Schroeder, 1995) . But perhaps the most enduring outcome of this research has been the recognition that, in the developed world, countries can be divided into two main groups for the purposes of individual company accounting and financial reporting: a group comprising the Anglo-Saxon countries and the Netherlands and a group which contains most continental European countries together with Japan and Korea. The countries in each group exhibit what Nobes (1998) calls Class A and Class B accounting respectively or what Richard (1996) terms dynamic and static accounting. Within each group there are, of course, differences between countries [and, indeed, differences within countries notably because of the adoption of IAS or US GAAP for consolidated accounts of listed companies in countries such as France, Belgium, Germany and Italy] but the groupings do seem to be relatively robust despite international pressures for change.
The issue facing Romania at the turn of the 1990s was which model of accounting it should follow. Should it adopt an 'Anglo Saxon or continental type of accounting system' (Feleag and Iona cu (1993) )? If the latter, which continental country would offer the most useful features for a country like Romania with its particular cultural and political traditions and its need for economic modernisation?
The answers to these questions were clearly set out in the detail of the 1991
Accounting Law, and the Government Decision which, among other things, promulgated
Planul Contabil General (PCG -the General Accounting Plan). Romania would adopt a continental type of accounting with specific inspiration drawn from the French example.
Romania was not the only country to take this route to accounting reform: the Czech Republic also was inspired by the example of the French PCG (Sucher and Zelenka (1995) )..
More recently, however, doubts have grown in Romania as to whether this was a wise choice -particularly given the growing importance of IAS on the world scene and the recognition that capital markets were increasingly dominated by companies who prepare their financial statements according to an Anglo-Saxon model of accounting. Richard (1995 ), Du ia (1995 and arguments advanced by Feleag and Iona cu (1993) . The second section reviews the nature, structure and content of Order 403/1999. This is followed by a review of the influences, both international and national, on the Order. Conclusions follow. The paper suggests that, in many respects, the Order represents an uncomfortable compromise between the AngloSaxon and the continental models of accounting and exhibits a degree of cultural intrusion (Standish, 1990 ) upon an existing accounting system which is, at the least, unnecessary.
THE FRENCH BACKGROUND
The idea that Romania should base its accounting reforms upon the French example was one which fitted well with the close cultural, political and economic ties between the two countries. Romanian independence from the Ottoman empire was forged by political exiles in Paris; the civic, political and educational institutions of the Romanian state of the late 19 th century and early 20 th century were modelled on those of
France; close linguistic ties were maintained between the two countries (Romanian is a Latin language) with the political and intellectual élite in Romania being well educated in
French and with the Romanian language importing large numbers of French words. Even in the communist period, the foreign policy attitudes of the Ceau escu regime which struck a pose of independence from the Soviet bloc echoed the independence of Gaullist defence policy from that of NATO. Not least in these connections were the economic ties, for example, in the licence from Citroën to produce cars (under the 'Oltcit' brand) in the communist era. Richard reports that in 1993 French investments "were ahead of those of all other foreign investments" (Richard, 1995: 319) in the country.
These features may all help to explain a predisposition on the part of the post 1989 Romanian authorities towards a French model of accounting but they do not seem to be either necessary or sufficient as explanations for adoption of that model. As mentioned earlier, the Czech Republic, with far fewer connections to France, also was heavily influenced in its initial accounting reforms by France. In that country Sucher and Zelenka (1995) suggest that a personal view of the then Czech Minister of Finance was important in the adoption of a General Accounting Plan modelled on the French PCG.
What is notable about the Romanian case, however, is the almost complete use of the French model in the 1991 Law and 1993 implementation decree. Richard (1998: 321) concludes that "the whole of (Romania's) legislation is based on 
ORDER 403/1999 OF THE ROMANIAN MINISTER OF FINANCE
It is difficult to pin down how and why doubts arose as to the wisdom of Romania's leading universities (notably the ASE, Bucharest). Books were written on international accounting matters e.g. Feleag (1995 Feleag ( , 1996 . Even that author, identified as being 'pro-French' by Richard (1995) , suggested, in the context of a discussion about conceptual frameworks, that there is, perhaps, a need for change in Romania (Feleag , 1996: 282) . A further factor was, of course, the growing significance of the work of the IASC in the 1990s. This body, with its Anglo-Saxon emphasis on 'due process' and standards, has, in European terms, overtaken the EU Directives as a force for accounting 
INTERNATIONAL INFLUENCES
It is in the shape, content and linguistic style of the Order itself that we can see the various foreign and international influences upon Romanian accounting at work. These influences can be divided into four main elements. The first two are international and 2 nstituirea posibilit ii i regulilor privind tratamentul alternativ al unor evenimente i tranzac ii prin prisma judec ii profesionale, astfel încât s fie respectat cerin a de "imagine fidel ".
explicit: the IASC and the EU 4 th Directive; the second two are foreign national influences, those of France and the UK.
The EU influence is most obviously seen in the structure of the Order which mainly parallels, in the sequencing of its Sections (Table 1) The Directive's requirement for additional information to be given is provided for in the Order (Art. 3.6) and the "exceptional cases" clause for departure is also included - that such costs will be included in the balance sheet only in the named situations described in Volume 3. 5 This is a reference to the old IAS 9, withdrawn in 1998. A similar influence can be seen at work in the maximum period for the amortisation of (non-)consolidation goodwill (fondul comercial) of 20 years (Art. 5.22(b)) which was, of course, the maximum period specified under IAS 22 (revised 1993). IAS 22 of 1998 removed this maximum.
Perhaps more significantly, the Order prescribes the use of some accounting principles (principiile contabile) in the preparation of financial statements which clearly owe their origin to IAS 1 rather than the Directive. Articles 5.2 -5.9 of the Order prescribe nine principles, six of which duplicate those set out in Art. 31 of the Directive with three being drawn from IAS. Article 5.8 lays down the offsetting principle 4 împrejur ri speciale -the use of this term perhaps betrays a UK influence since "special circumstances" is the phrase used in the UK Companies Act 1985 whilst "exceptional cases" is the phrase of the English language version of the 4 th Directive. 5 "Cheltuielile de dezvoltare vor fi înscrise în bilan numai în anumite situa ii descrise în Volumul 3".
(principul necompensarii) which forbids the offsetting of assets against liabilities and income against expenses -a notion expounded in IAS 1 (revised 1997) paras. 31 -37.
Article 5.10 sets out the principle of materiality (principul pragului de semnifica ie ), a new idea for Romania where, because of the strong tax/accounting link, the annual accounts of enterprises have been used for tax assessment, requiring detailed figures to be provided. This principle relates to paras. 29 -32 of IAS 1. Finally, the Order incorporates the critical notion of 'Substance over Form' (SOF) in Article 5.9 (principul prevalen ei economicului asupra juridicului). In the 1997 revisions to IAS 1 SOF was made into a key notion in establishing the reliability of financial statements where no specific IAS exists (IAS 1, para. 20(b)). The identification of SOF as a separate accounting principle in the Romanian Order appears to be more in the spirit of the original IAS 1 in putting it alongside other principles. As will be suggested below, the incorporation of this principle in Romanian accounting regulations introduces a potential contradiction with other components of those regulations.
FOREIGN NATIONAL INFLUENCES UPON ORDER 403/1999

A. France
It is probably not surprising that, given the history of post 1990 Romanian accounting reforms, there should still be a strong French influence upon the Order. The
Order, of course, operates within the framework of the French-inspired 1991 Accounting
Law and until that Law is amended, the Order had to be consistent with it. In the French language version the italicised words are substituted for by the single word patrimoine.
"Patrimony" in a number of continental countries is a legal concept which refers to the net assets which belong to a business. The implication is that it refers to the legal rights and obligations of that business at a point of time (Roberts, 1993 ). The balance sheet, then, would contain only items which are legally owned or owed by the business.
The emphasis is on legal form rather than economic substance. The concern for recording patrimonial operations, for constructing a patrimonial balance sheet in the Romanian order thus sits uncomfortably with the SOF principle enunciated in Art. 5.9. It seems clear that there is a philosophical contradiction here. On the one hand, Volume 1 uses the patrimonial concept, on the other, Volumes 2 and 3 would reject it. The acid test for this concept is the accounting treatment of finance leases. In countries like France and Italy such leases cannot be capitalised in individual enterprise accounts because 6 the fixed asset which is the subject of the lease does not form part of the enterprise's patrimony (Spain has found a way around this by requiring finance leases to be capitalised as an intangible fixed asset: the right to use the fixed asset is a legal right). In Romania's case finance leases are now required to be capitalised (Order 686, June 1999).
The Ministerial Order 403/1999 implicitly recognises this treatment by requiring disclosure in the Notes (Art. 5.68) of operating lease (leasing operational) charges to the profit and loss account.
Another French legacy to the Order lies in the procedures for the annual inventory (inventarierea patrimoniului) which, as the Romanian term indicates, is linked to the notion of patrimony. Following French rules (Code de Commerce, Art. 12), the Order prescribes that items entering the patrimony of the enterprise shall be recorded at their "entry value" in the accounting records, this being for assets, in most cases, the purchase price or production cost (Art. 5.12). At the end of the accounting year, following the annual inventory of all assets and liabilities, an "inventory value" (valoarea de inventar) for all these items shall be taken and this value compared to the entry value or, in the case of fixed assets, the carrying value (valoarea contabila). The nature of the inventory value depends on the type of asset or liability. Art. 5.12 sets out a series of actions to take depending on the nature of the item and whether the inventory value is higher or lower than the book value (entry or carrying, as the case may be). Crucially, if the inventory value of fixed assets is lower than the carrying value either extra depreciation must be provided for if the difference is considered permanent or a provision for diminution in value must be created if the difference is considered to be temporary (Art.
(c)).
All of this is taken from French law (D83 -1020, Art. 7) and represents a very particular way of dealing with asset valuation. The procedures for annual inventory, the concept of patrimony, the establishment of inventory value, and the construction of French approach has been to conventionalise and schematise this "annexe", to place it on an equal footing (Matt and Michol, 1988) with the balance sheet and profit and loss account -an approach adopted in the Romanian 1991 Law. The change of terminology in Romanian marks, it could be said, a change in approach: the notes will be just that -a set of miscellaneous pieces of information in an Anglo-Saxon style which detail, expand and comment upon the other elements of the financial statements.
The particular feature of the financial statements which is British in orientation is, however, the format for the balance sheet. Article 4.10 sets out this format which is vertical i.e. captions for net current assets and total assets less current liabilities are
shown. The prescription of this format is odd: this presentation of the balance sheet, although permitted by the EU 4 th Directive, is definitely minority practice in the EU.
However, the positioning of the caption "Accruals and Deferred Income" (Venituri în avans i cheltuieli angajate) is such that it is not visually part of "Creditors due in less than one year" and "net current assets" as it is in Schedule 4 of the UK Companies Act.
In format terms therefore, the Order has chosen a French style profit and loss account format and a British style balance sheet format. It is hard to see the reasons for, and benefits of, this arrangement.
British influences can also be seen in the use of language in the Romanian text. Curiously, however, an account code (14) for these provisions is still listed in the chart of accounts published in the Romanian Official Journal (Nr. 480/4 October 1999). Overall, however, very little reference is made to tax matters, as one would expect, although there is an important note required (Art. 5.69 and 5.70). These two articles require disclosures of the difference between tax charged and tax payable in the financial year, provided that this difference is material, and a reconciliation of the accounting profit for the year "and the taxable profit as shown in the tax return". 9 This is in accordance with the EU 4 th Directive, Art. 43, 1 (10) and (11).
These words are significant in the sense that they suggest that deferred tax can arise and that accounting profit cannot be assumed to be the same as taxable profit.
Whether, in practice, this separation will be achieved in Romania will depend heavily upon the behaviour of the Romanian tax authorities with respect to accounting records and statements and also the behaviour of enterprises.
One acid test for the influence of tax upon accounting is in the calculation and treatment of depreciation of fixed assets. In the UK accounting depreciation is based on an estimate of the "useful economic life" of fixed assets (para. 18, Sch. 4, 1985 Companies Act); depreciation for tax purposes is based upon a system of 'capital allowances' determined by the UK tax authorities.
The relevant article for depreciation in Romania (Art. 5.16) is almost a word for word translation of para. 18 of Sch. 4 -except in one crucial respect. In place of "limited useful economic life" is substituted the phrase "normal life of limited functioning".
10
This phrase, which is difficult to translate elegantly, omits a reference to the word "economic". This may be significant in that it allows depreciation to be established without regard to the circumstances of enterprises and in line with nationally (and tax) set asset lives.
9 "… i rezultatul fiscal, a a cum este prezentat in declara ia de impozit". 10 "… durat normal de func ionare limitat …".
CONCLUSIONS
How should this accounting reform be assessed? Perhaps the first approach should be to view it in the context of its stated objectives: to develop Romania's accounting system in continuity from the 1991 Accounting Law in line with the European and IASC frameworks. It is clear that, broadly, this aim has been achieved. The Order is consistent with the EU 4 th Directive and Volumes 2 and 3 in particular will enshrine in Romanian legislation both the IASC conceptual framework and the body of IAS. In one of the first comments upon this Order, Damant (1999) has suggested that the adoption of IAS by Romania "could be regarded as a model for all former socialist countries" (p.66).
It is when we look at the detail of the reform that doubts arise. The prevailing accounting philosophy in the Order is French-inspired and the range of actual and potential conflicts and confusions between a system based on legal formalities and tax domination of accounting and the broader IAS spirit is quite wide. How will Romanian enterprises deal, for example, with the construction of provisions, asset impairments, asset recognition etc. given that Volume 1 adopts an approach which is not necessarily consistent with Volumes 2 and 3? Will there really be an accounting for economic substance given the continuing notion of patrimony? Will the Romanian tax authorities continue to exert an undue influence upon the way that enterprise accounting is done?
It is clear also that the Romanian government has been encouraged to look towards a more Anglo-Saxon orientation for its accounting system with the aim of encouraging more foreign investment and making the financial statements of listed companies and privatised state enterprises more transparent to international investors.
How far will the reform assist this aim?
Again, a claim could be made that the reform has done this by requiring such enterprises to use IAS in their financial statements. But, the retention of a by nature profit and loss format and the prescription of a British style balance sheet may just indicate a certain confusion about the nature of Romanian rules to the outside world.
Equally, the credibility of the financial statements for outside investors is related to the quality of the account preparers, the enforcement of the accounting rules and the quality of audit. It is unclear how easy it will be for Romanian accountants trained firstly in the pre-1990 period and then re-trained in the French inspired accounting framework of the 1991 Accounting Law to adapt to a system of accounting where professional judgement is called for. Much will depend on the development of the National Training Programme.
Audit plays a critical role in establishing credibility and one cynical view of the substance of the 1999 reform is that it substitutes an Anglo-Saxon 'accounting ideology' for a French one and, in so doing, provides market opportunities for the 'big 5' accounting firms in terms of audit.
Other questions remain to be answered. How will the Romanian PCG fit into the requirements of the 1999 Order? If Romanian enterprises are required to operate the PCG, how far will the detailed formalities of accounting procedures implicit in the use of such charts militate against the need to show more flexibility? Much will depend on the attitude of the Romanian tax authorities. In this context it is noteworthy that the new accounting regulations apply to individual enterprises. Other continental European countries have allowed the use of IAS for listed companies which produce consolidated accounts. Such financial statements do not, in the main, have fiscal consequences since the group is not a taxable entity; they can, therefore, operate a 'dual track' financial reporting system and preserve, to a large extent, a close tax/accounting link for accounting in individual enterprises. This is not the case for Romania: there are no consolidation accounting rules. Volumes 2 and 3 of the Order will apply to all 'nonsmall' individual enterprises and it is unclear whether fiscal imperatives will allow the exercise of professional judgement necessary for the operation of IAS.
This last point raises a more general question about the nature of foreign intervention in the development of accounting systems in countries in transition. The IASC has recognised that it is not self-evident that the body of its standards and its conceptual framework are suitable for such countries (and developing countries) by establishing a Working Party to examine this subject. Equally, China, which has broadly taken an IASC route to its 1992 accounting reforms has moved relatively slowly in taking this path and has preserved the right to impose fiscal (and other) national rules over and above IAS.
Romania, it seems, has taken on a more directed Anglo-Saxon approach in this recent accounting reform and superimposed it upon a largely incompatible French accounting tradition. The problems of reconciling legal form and economic substance, capital market and bank/creditor orientation, tax exigencies and investor information requirements, accounting training based on procedure and training for professional judgement all loom large for the future. In a real sense these problems are ones which apply in all countries in transition; the pity is that in Romania these issues have been complicated by an attempt, aided by a set of foreign advisers, to apply both 'AngloSaxon' and 'continental' accounting traditions to the preparation and publication of financial statements for all 'non-small' enterprises in the country. It is perhaps in this
